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            Abstract
          
        

        
          The Fisher relation (FR) is a key theoretical relation that underlies many important results in economics and finance. The theoretical FR implies that the two variables of the nominal interest rate and the expected inflation are cointegrated. In practice, however, real data often fail to confirm the cointegration FR. In this paper we propose that failure of confirming cointegration FR is due to nonstationary deviations in a relatively small portion of the data period. We investigate such possibility based on the notion of segmented cointegration in Kim (2003). Our analysis is to detect such a situation and to identify the segmented periods of cointegration. We analyze data from five east Asian economies in a period including the Asian financial crisis. For quarterly data for those economies, we have found that short-run nonstationary deviations cause failure of the cointegration FR. The segments of non-cointegration overlap the period of east Asian financial crisis, which started in the year of 1997, with slight difference across economies. This result implies that for data from the east Asian countries the Fisher relation prevails in the data period except the abnormal period of financial crisis.
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